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(2) An obligation described in section 
103(l)(1)(A) (relating to scholarship 
bonds); or 

(3) A mortgage subsidy bond (as de-
fined in section 103A(b)(1), without re-
gard to section 103A(b)(2)). 

(d) Essential governmental function. 
For purposes of section 7871 and this 
section, an essential governmental 
function of an Indian tribal govern-
ment (or portion thereof) is a function 
of a type which is— 

(1) Eligible for funding under 25 
U.S.C. 13 and the regulations there-
under; 

(2) Eligible for grants or contracts 
under 25 U.S.C. 450 (f), (g), and (h) and 
the regulations thereunder; or 

(3) An essential governmental func-
tion under section 115 and the regula-
tions thereunder when conducted by a 
State or political subdivision thereof. 

(e) Treatment of subdivisions of Indian 
tribal governments as political subdivi-
sions. A subdivision of an Indian tribal 
government shall be treated as a polit-
ical subdivision of a State for purposes 
of section 7871 and this section if the 
Internal Revenue Service determines 
that the subdivision has been delegated 
the right to exercise one or more of the 
substantial governmental functions of 
the Indian tribal government. Designa-
tion of a subdivision of an Indian tribal 
government as a political subdivision 
of a State will be by revenue procedure. 
If a subdivision of an Indian tribal gov-
ernment is not currently designated by 
the applicable revenue procedure as a 
political subdivision of a State, and 
such subdivision believes that it quali-
fies for such designation, the subdivi-
sion may apply for a ruling from the 
Internal Revenue Service. In order to 
qualify as a political subdivision of a 
State, for purposes of section 7871 and 
this section, such subdivision must re-
ceive a favorable ruling from the Inter-
nal Revenue Service. The request for a 
ruling shall be made in accordance 
with all applicable procedural rules set 
forth in the Statement of Procedural 
Rules (26 CFR part 601) and any appli-
cable revenue procedures relating to 
submission of ruling requests. The re-
quest shall be submitted to the Inter-
nal Revenue Service, Associate Chief 
Counsel (Technical), Attention: 

CC:IND:S, Room 6545, 1111 Constitution 
Ave., NW., Washington, D.C. 20224. 

(f) Effective dates—(1) In general. Ex-
cept as provided in paragraph (f)(2) of 
this section, the provisions of this sec-
tion are effective after December 31, 
1982. 

(2) Specific effective dates. Specific 
provisions of this section are effective 
as follows: 

(i) Provisions relating to chapter 1 of 
the Internal Revenue Code of 1954 
(other than section 103 and section 
37(e)(9)(A)) shall apply to taxable years 
beginning after December 31, 1982, and 
before January 1, 1985; 

(ii) Provisions relating to section 
37(e)(9)(A) shall apply to taxable years 
beginning after December 31, 1982, and 
before January 1, 1984; 

(iii) Provisions relating to section 103 
shall apply to obligations issued after 
December 31, 1982, and before January 
1, 1985; 

(iv) Provisions relating to chapter 11 
of the Code shall apply to estates of de-
cedents dying after December 31, 1982, 
and before January 1, 1985; 

(v) Provisions relating to chapter 12 
of the Code shall apply to gifts made 
after December 31, 1982, and before Jan-
uary 1, 1985; and 

(vi) Provisions relating to taxes im-
posed by subtitle D of the Code shall 
take effect on January 1, 1983 and shall 
cease to apply at the close of December 
31, 1984. 

PARTS 306–399 [RESERVED] 

PART 400—TEMPORARY REGULA-
TIONS UNDER THE FEDERAL TAX 
LIEN ACT OF 1966 

Sec. 
400.1–1 Refiling of notice of tax lien. 
400.2–1 Discharge of property by substi-

tution of proceeds of sale; subordination 
of lien. 

400.4–1 Notice required with respect to a 
nonjudicial sale. 

400.5–1 Redemption by United States. 

AUTHORITY: Sec. 7805, Internal Revenue 
Code of 1954; 68A Stat. 917; 26 U.S.C. 7805. 

§ 400.1–1 Refiling of notice of tax lien. 
(a) Scope. This section provides rules 

with respect to the provisions con-
tained in section 6323(g), relating to 
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the refiling of a notice of lien arising 
under section 6321. In general, section 
6323(g) contains new rules requiring the 
Internal Revenue Service to refile a no-
tice of lien during the 1-year period 
ending 30 days after the expiration of 
the normal 6-year statutory period for 
collection of an assessed tax liability, 
and each succeeding period of 6 years, 
in order to maintain the effectiveness 
of a notice of lien. These provisions in 
section 6323 were added by section 
101(a) of the Federal Tax Lien Act of 
1966 (80 Stat. 1125), effective after No-
vember 2, 1966. 

(b) Requirement to refile. In order to 
continue the effect of a notice of lien, 
the notice must be refiled in the place 
described in paragraph (c) of this sec-
tion during the required refiling period 
(described in paragraph (d) of this sec-
tion). In the event that two or more 
notices of lien are filed with respect to 
a particular tax assessment, the failure 
to comply with the provisions of para-
graphs (c)(1)(i) and (d) of this section in 
respect of one of the notices of lien 
does not affect the effectiveness of the 
refiling of the other notice or notices 
of lien. Thus, except for the filing of a 
notice of lien required by paragraph 
(c)(1)(ii) of this section relating to a 
change of residence, the validity of any 
refiling of a notice of lien is not af-
fected by the refiling or non-refiling of 
any other notice of lien. The effective-
ness of a timely refiled notice of lien 
relates back to the date on which the 
notice of lien was effective before the 
refiling. If the district director fails to 
refile a notice of lien in the manner de-
scribed in paragraphs (c) and (d) of this 
section, the notice of lien is not effec-
tive, after the expiration of the re-
quired refiling period, as against any 
person without regard to when the in-
terest of the person in the property 
subject to the lien was acquired. How-
ever, the failure of the district director 
to refile a notice of lien during the re-
quired refiling period will not affect 
the effectiveness of the notice with re-
spect to (1) property which is the sub-
ject matter of a suit, to which the 
United States is a party, commenced 
prior to the expiration of the required 
refiling period, or (2) property which 
has been levied upon by the United 
States prior to the expiration of the re-

quired refiling period. Failure to refile 
a notice of lien does not affect the ex-
istence of the lien. If a notice of lien is 
not refiled, and if the lien is still in ex-
istence, the Internal Revenue Service 
may nevertheless file a new notice of 
lien either on the form prescribed for 
the filing of a notice of lien or on the 
form prescribed for refiling a notice of 
lien. This new filing must meet the re-
quirements of section 6323(f) and is ef-
fective from the date on which such fil-
ing is made. Upon written request of 
any person who has a proper interest, 
any district director may issue a cer-
tificate of release of lien if notice of 
the lien has not been refiled within the 
required refiling period and the entire 
liability for the tax has been satisfied 
or has become unenforceable as a mat-
ter of law. Such request should be sent 
to the district director for the internal 
revenue district shown on the notice of 
lien. For provisions relating to certifi-
cates of release of lien, see section 6325. 

(c) Place for refiling notice of lien—(1) 
In general. A notice of lien refiled dur-
ing the required refiling period (de-
scribed in paragraph (d) of this section) 
shall be effective only— 

(i) If the notice of lien is refiled in 
the office in which the prior notice of 
lien (including a refiled notice) was 
filed under the provisions of section 
6323; and 

(ii) In any case in which 90 days or 
more prior to the date the refiling of 
the notice of lien under subdivision (i) 
of this subparagraph is completed, the 
Internal Revenue Service receives writ-
ten information (in the manner de-
scribed in subparagraph (2) of this 
paragraph (b)) concerning a change in 
the taxpayer’s residence, if a notice of 
such lien is also filed in accordance 
with section 6323f)(1)(A)(ii) in the State 
in which such new residence is located 
(or, if such new residence is located 
without the United States, in the Dis-
trict of Columbia). If on or before such 
90th day more than one written notice 
is received concerning a change in the 
taxpayer’s residence, a notice of lien is 
required by this subdivision to be filed 
only with respect to the residence 
shown on the written notice received 
on the most recent date. This subdivi-
sion is applicable regardless of whether 
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the taxpayer resides at the new resi-
dence on the date the refiling of notice 
of lien under subdivision (i) of this sub-
paragraph is completed. 

(2) Notice of change of taxpayer’s resi-
dence—(i) In general. Except as provided 
in subdivision (ii) of this subparagraph, 
for purposes of this section, a notice of 
change of a taxpayer’s residence will be 
effective only if it is received, in writ-
ing, by the Internal Revenue Service 
from the taxpayer or his representa-
tive, relates to an unpaid tax liability 
of the taxpayer, and states the tax-
payer’s name and address of his new 
residence. Although it is not necessary 
that a written notice contain the tax-
payer’s identifying number authorized 
by section 6109, it is preferable that it 
include such number. For purposes of 
this subdivision, a notice of change of a 
taxpayer’s residence shown on a return 
or an amended return (including a re-
turn of the same tax) will not be effec-
tive to notify the Internal Revenue 
Service. 

(ii) By return or amended return. For 
purposes of this section, in the case of 
a notice of lien which relates to an as-
sessment of tax made after December 
31, 1966, a notice of change of a tax-
payer’s residence will also be effective 
if it is contained in a return or amend-
ed return of the same type of tax filed 
with the Internal Revenue Service by 
the taxpayer which on its face indi-
cates that there is a change in the tax-
payer’s address and correctly states 
the taxpayer’s name, address of his new 
residence, and his identifying number 
required by section 6109. 

(iii) Other rules applicable. Other than 
the means specified in subdivisions (i) 
and (ii) of this subparagraph, no com-
munication (either written or oral) to 
the Internal Revenue Service will be 
considered effective as notice of a 
change of a taxpayer’s residence under 
this section, whether or not the Serv-
ice has actual notice of the taxpayer’s 
residence. For the purpose of deter-
mining the date on which a notice of 
change of a taxpayer’s residence is re-
ceived under this section, the notice 
shall be treated as received on the date 
it is actually received by the Internal 
Revenue Service without reference to 
the provisions of section 7502. 

(3) Examples. The provisions of this 
section may be illustrated by the fol-
lowing examples: 

Example 1. A, a delinquent taxpayer, is a 
resident of M State and owns real property 
in N State. Notices of lien are properly filed 
in M and N States. In order to continue the 
effect of the notice of lien filed in M State, 
the Internal Revenue Service must refile, 
during the required refiling period, the no-
tice of lien with the appropriate office in M 
State but is not required to refile the notice 
of lien with the appropriate office in N State. 
Similarly, in order to continue the effect of 
the notice of lien filed in N State, the Inter-
nal Revenue Service must refile, during the 
required refiling period, the notice of lien 
with the appropriate office in N State but is 
not required to refile the notice of lien with 
the appropriate office in M State. 

Example 2. B, a delinquent taxpayer, is a 
resident of M State. Notice of lien is prop-
erly filed in that State. One year before the 
required refiling period, B establishes his 
residence in N State, and B immediately no-
tifies the Internal Revenue Service of his 
change in residence in accordance with the 
provisions of paragraph (c)(2) of this section. 
In order to continue the effect of the notice 
of lien filed in M State, the Internal Revenue 
Service must refile, during the required re-
filing period, notices of lien with (i) the ap-
propriate office in M State, and (ii) the ap-
propriate office in N State because B prop-
erly notified the Internal Revenue Service of 
his change in residence to N State more than 
89 days prior to the date refiling of the no-
tice of lien in M State is completed. If B did 
not notify the Internal Revenue Service of 
his change in residence to N State in accord-
ance with the provisions of paragraph (c)(2) 
of this section, the Internal Revenue Service 
would not be required to file a notice of lien 
in N State, even if the Internal Revenue 
Service had actual notice of B’s change in 
residence to N State. In this latter case, in 
order to continue the effect of the notice of 
lien filed in M State, the Internal Revenue 
Service must refile, during the required re-
filing period, the notice of lien only with the 
appropriate office in M State. 

Example 3. C, a delinquent taxpayer, is a 
resident of O State. Notice of lien is properly 
filed in that State. Four years before the re-
quired refiling period, C establishes his resi-
dence in P State, and C immediately notifies 
the Internal Revenue Service of his change 
in residence in accordance with the provi-
sions of paragraph (c)(2) of this section. 
Three years before the required refiling pe-
riod, C establishes his residence in R State, 
and again C immediately notifies the Inter-
nal Revenue Service of his change in resi-
dence in accordance with the provisions of 
paragraph (c)(2) of this section. In order to 
continue the effect of the notice of lien filed 
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in O State, the Internal Revenue Service 
must refile, during the required refiling pe-
riod, notices of lien with (i) the appropriate 
office in O State, and (ii) the appropriate of-
fice in R State since the notice received by 
the Service of C’s change in residence to R 
State was the most recent notice received 
more than 89 days prior to the date refiling 
in O State is completed. The notice of lien is 
not required to be filed in P State, even 
though C properly notified the Internal Rev-
enue Service of his change in residence to P 
State, because such notice is not the most 
recent one received. 

Example 4. Assume the same facts as in ex-
ample 3, except that C does not notify the In-
ternal Revenue Service of his change in resi-
dence to R State in accordance with the pro-
visions of paragraph (c)(2) of this section. In 
order to continue the effect of the notice of 
lien filed in O State, the Internal Revenue 
Service must refile, during the required re-
filing period, the notice of lien with (i) the 
appropriate office in O State, and (ii) the ap-
propriate office in P State because C prop-
erly notified the Internal Revenue Service of 
his change in residence to P State, even 
though C is not a resident of P State on the 
date refiling of the notice of lien in O State 
is completed. The Internal Revenue Service 
is not required to file a notice of lien in R 
State because C did not properly notify the 
Service of his change in residence to R State. 

Example 5. D, a delinquent taxpayer, is a 
resident of M State and owns real property 
in N and O States. The Internal Revenue 
Service properly files notices of lien in M, N, 
and O States. Five years and 6 months after 
the date of the assessment shown on the no-
tice of lien, D establishes his residence in P 
State, and at that time the Internal Revenue 
Service received from D a notification of his 
change in residence in accordance with the 
provisions of paragraph (c)(2) of this section. 
On a date which is 5 years and 7 months after 
the date of the assessment shown on the no-
tice of lien, the Internal Revenue Service 
properly refiles notices of lien in M, N, and 
O States which refilings continue the effect 
of each of the notices of lien. The Internal 
Revenue Service is not required to file a no-
tice of lien in P State because D did not no-
tify the Internal Revenue Service of his 
change of residence to P State more than 89 
days prior to the date each of the refilings in 
M, N, and O States was completed. 

Example 6. Assume the same facts as in ex-
ample 5 except that the refiling of the notice 
of lien in O State occurs 100 days after D no-
tifies the Internal Revenue Service of his 
change in residence to P State in accordance 
with the provisions of paragraph (c)(2) of this 
section. In order to continue the effect of the 
notice of lien filed in O State, in addition to 
refiling the notice of lien in O State, the In-
ternal Revenue Service must also file, during 
the required refiling period, a notice of lien 

in P State because D properly notified the 
Internal Revenue Service of his change of 
residence to P State more than 89 days prior 
to the date the refiling in O State was com-
pleted. However, in order to maintain the ef-
fect of the refilings in M and N States, the 
Internal Revenue Service is not required to 
file, during the required refiling period, the 
notice of lien in P State since D did not no-
tify the Internal Revenue Service of his 
change in residence to P State more than 89 
days prior to the date the refilings in M and 
N States were completed. 

Example 7. E, a delinquent taxpayer, is a 
resident of T State. Because T State has not 
designated one office in the case of personal 
property for filing notices of lien in accord-
ance with the provisions of section 
6323(f)(1)(A)(ii), the Internal Revenue Service 
properly files a notice of lien with the clerk 
of the appropriate United States district 
court. However, solely as a matter of conven-
ience for those who may have occasion to 
search for notices of lien, and not as a mat-
ter of legal effectiveness, the Internal Rev-
enue Service also files notice of lien with the 
recorder of deeds of the county in T State 
where E resides. In addition, the Internal 
Revenue Service sent a copy of the notice of 
lien to the X Life Insurance Company to give 
the Company actual notice of the notice of 
lien. In order to continue the effect of the 
notice of lien, the Internal Revenue Service 
must refile, during the required refiling pe-
riod, the notice of lien with the clerk of the 
appropriate U.S. district court. It is not nec-
essary in order to continue the effect of the 
notice of the lien to refile the notice of lien 
with the recorder of deeds of the county 
where E resides because the refiling of the 
notice of lien with the recorder of deeds does 
not constitute a proper filing for the pur-
poses of section 6323(f). In addition, it is not 
necessary to continue the effect of the notice 
of lien under this section to send a copy of 
the notice of lien to the X Life Insurance 
Company because the sending of a notice of 
lien to an insurance company does not con-
stitute a filing for the purposes of section 
6323 and, thus, a refiling with an insurance 
company is not required under this section. 

(d) Required refiling period—(1) In gen-
eral. For the purpose of this section, 
except as provided in subparagraph (2) 
of this paragraph (d), the term ‘‘re-
quired refiling period’’ means— 

(i) The 1-year period ending 30 days 
after the expiration of 6 years after the 
date of the assessment of the tax, and 

(ii) The 1-year period ending with the 
expiration of 6 years after the close of 
the preceding required refiling period 
for such notice of lien. 
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(2) Tax assessments made before Janu-
ary 1, 1962. If the assessment of the tax 
is made before January 1, 1962, the first 
required refiling period shall be the 
calendar year 1967. Thus, to maintain 
the effectiveness of any notice of lien 
on file which relates to a lien which 
arose before January 1, 1962, the Inter-
nal Revenue Service will refile the no-
tice of lien during the calendar year 
1967. The second required refiling pe-
riod for any such notice of lien is the 
calendar year 1973. 

(3) Examples. The provisions of this 
paragraph may be illustrated by the 
following examples: 

Example 1. On March 1, 1963, an assessment 
of tax is made against B, a delinquent tax-
payer, and a lien for the amount of the as-
sessment arises on that date. On July 1, 1963, 
a notice of lien is properly filed. The notice 
of lien filed on July 1, 1963, is effective up to 
and including March 31, 1969. The first re-
quired refiling period for the notice of lien 
begins on April 1, 1968, and ends on March 31, 
1969. A refiling of the notice of lien during 
that period will extend the effectiveness of 
the notice of lien filed on July 1, 1963, up to 
and including March 31, 1975. The second re-
quired refiling period for the notice of lien 
begins on April 1, 1974, and ends on March 31, 
1975. 

Example 2. Assume the same facts as in ex-
ample 1, except that the Internal Revenue 
Service fails to refile a notice of lien during 
the first required refiling period (Apr. 1, 1968, 
through Mar. 31, 1969). However, a notice of 
lien which meets the requirements of section 
6323(f) is filed on June 2, 1971. Because of this 
filing, the notice of lien filed on June 2, 1971, 
is effective as of June 2, 1971. That notice 
must itself be refiled during the 1-year pe-
riod ending on March 31, 1975, if it is to con-
tinue in effect after March 31, 1975. As in ex-
ample 1, the second required refiling period 
for the notice of lien begins on April 1, 1974, 
and ends on March 31, 1975. 

Example 3. On April 1, 1960, an assessment 
of tax is made against B, a delinquent tax-
payer, and a tax lien for the amount of the 
assessment arises on that date. On June 1, 
1962, a notice of lien is properly filed. Be-
cause the assessment of tax was made before 
January 1, 1962, the notice of lien filed on 
June 1, 1962, is effective up to and including 
December 31, 1967. The first required refiling 
period for the notice of lien is the calendar 
year 1967. A refiling of the notice of lien dur-
ing 1967 will extend the effectiveness of the 
notice of lien filed on June 1, 1962, up to and 
including December 31, 1973. The second re-
quired refiling period for the notice of lien is 
the calendar year 1973. 

[T.D. 6932, 32 FR 14835, Oct. 18, 1967] 

§ 400.2–1 Discharge of property by sub-
stitution of proceeds of sale; subor-
dination of lien. 

(a) Scope. This section provides rules 
under the provisions in section 
6325(b)(3) which relate to the discharge 
of property from a tax lien by substi-
tution therefor of a lien on the pro-
ceeds of the sale of the property, and in 
section 6325(d) which relate to the sub-
ordination of a tax lien. Section 6325 
was amended by section 103(a) of the 
Federal Tax Lien Act of 1966 (80 Stat. 
1133), effective after November 2, 1966. 

(b) Discharge of property by substi-
tution of proceeds of sale. Pursuant to 
section 6325(b)(3), a district director 
may, in his discretion, issue a certifi-
cate of discharge of any part of the 
property subject to any lien imposed 
under chapter 64 of the Code if part of 
the property is sold and, pursuant to a 
written agreement with the district di-
rector, the proceeds of the sale are 
held, as a fund subject to the lien of 
the United States, in the same manner 
and with the same priority as the liens 
and claims had with respect to the dis-
charged property. In order for the pro-
visions of this paragraph to apply, the 
sale must divest the taxpayer of all 
right, title, and interest in the prop-
erty sought to be discharged. Any per-
son desiring a certificate of discharge 
under this paragraph shall submit an 
application in writing to the district 
director responsible for the collection 
of the tax. The application shall con-
tain such information as the district 
director may require. Any reasonable 
and necessary expenses incurred in 
connection with the sale of the prop-
erty and the administration of the sale 
proceeds shall be paid by the applicant 
or from the proceeds of the sale before 
satisfaction of any claims and liens. 

(c) Subordination of lien—(1) By pay-
ment of the amount of subordination. 
Pursuant to section 6325(d)(1), a dis-
trict director may, in his discretion, 
issue a certificate of subordination of 
any lien imposed under chapter 64 of 
the Code upon any part of the property 
subject to the lien if there is paid over 
to the district director an amount 
equal to the amount of the lien or in-
terest to which the certificate subordi-
nates the lien of the United States. 
Under this provision, the tax lien may 
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be subordinated to another lien or in-
terest on a dollar-for-dollar basis. For 
example, if a notice of a Federal tax 
lien is filed and a delinquent taxpayer 
secures a mortgage on a part of the 
property subject to the tax lien and 
pays over the amount of the principal 
of the debt secured by the mortgage to 
a district director after an application 
for a certificate of subordination is ap-
proved, the district director will issue 
a certificate of subordination. This cer-
tificate will have the effect of subordi-
nating the tax lien to the mortgage. 

(2) To facilitate tax collection—(i) In 
general. Pursuant to section 6325(d)(2), 
a district director may, in his discre-
tion, issue a certificate of subordina-
tion of any lien imposed under chapter 
64 of the Code upon any part of the 
property subject to the lien if the dis-
trict director believes that the subordi-
nation of the lien will ultimately re-
sult in an increase in the amount re-
alizable by the United States from the 
property subject to the lien and will fa-
cilitate the ultimate collection of the 
tax liability. 

(ii) Example. The provisions of this 
subparagraph may be illustrated by the 
following example: 

Example. A, a farmer, needs money in order 
to harvest his crop. However, a Federal tax 
lien, notice of which has been filed, is out-
standing with respect to A’s property. B, a 
lending institution is willing to make the 
necessary loan if the loan is secured by a 
first mortgage on the farm which is prior to 
the Federal tax lien. Upon examination, the 
district director believes that ultimately the 
amount realizable from A’s property will be 
increased and the collection of the tax liabil-
ity will be facilitated by the availability of 
cash when the crop is harvested and sold. In 
this case, the district director may, in his 
discretion, subordinate the tax lien on the 
farm to the mortgage securing the crop har-
vesting loan. 

(3) Application for certificate of subordi-
nation. Any person desiring a certifi-
cate of subordination under this para-
graph shall submit an application in 
writing to the district director respon-
sible for the collection of the tax. The 
application shall contain such informa-
tion as the district director may re-
quire. 

[T.D. 6944, 33 FR 732, Jan. 20, 1968] 

§ 400.4–1 Notice required with respect 
to a nonjudicial sale. 

(a) Scope and application of this sec-
tion—(1) In general. Section 109 of the 
Federal Tax Lien Act of 1966 (80 Stat. 
1141) amended the Internal Revenue 
Code of 1954 by adding a new section 
7425, relating to the discharge of liens. 
A tax lien of the United States, or a 
title derived from the enforcement of a 
tax lien of the United States, may be 
discharged or divested under local law 
only in the manner prescribed in sec-
tion 2410 of title 28 of the United States 
Code or section 7425 of the Internal 
Revenue Code. Section 7425(a) contains 
provisions relating to the discharge of 
a lien or a title derived from the en-
forcement of a lien in the judicial pro-
ceedings described in subsection (a) of 
section 2410 of title 28 of the United 
States Code. These judicial proceedings 
are plenary in nature and proceed on 
formal pleadings. Section 7425(b) con-
tains provisions relating to the dis-
charge of a lien or a title derived from 
the enforcement of a lien in the event 
of a nonjudicial sale with respect to 
the property involved. Section 7425(c) 
contains special rules relating to the 
notice of sale requirements contained 
in section 7425(b). Paragraph (b) of this 
section of the regulations contains 
rules with respect to the nonjudicial 
sales described in section 7425(b). Para-
graph (c) of this section of the regula-
tions contains rules with respect to the 
notice of sale provisions of section 
7425(c)(1). Paragraph (d) of this section 
of the regulations contains rules relat-
ing to the consent to sale provisions of 
section 7425(c)(2). Paragraph (e) of this 
section of the regulations contains 
rules relating to the sale of perishable 
goods provisions of section 7425(c)(3). 
Paragraph (f) of this section of the reg-
ulations contains the requirements 
with respect to the contents of a notice 
of sale. 

(2) Effective date of this section. The 
provisions of section 7425, as added by 
the Federal Tax Lien Act of 1966, are 
effective with respect to sales occur-
ring after November 2, 1966. The notice 
of sale provisions of section 7425(c) (1) 
or (3) do not apply to sales occurring 
after November 2, 1966, if the seller of 
the property performed an act before 
November 3, 1966, which act at the time 
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of performance was required and effec-
tive under local law with respect to the 
sale. An example of such an act is pub-
lication of a notice of the sale in a 
local newspaper before November 3, 
1966, if local law requires such publica-
tion before a sale and the publication is 
effective under local law. Accordingly, 
in such a case, it is not necessary to 
notify the Internal Revenue Service 
pursuant to the provisions of section 
7425(c) (1) or (3). With respect to a no-
tice of sale required under section 
7425(c) (1) or (3)— 

(i) Any notice of sale given to an of-
fice of the Internal Revenue Service or 
the Treasury Department during the 
period November 3, 1966, through De-
cember 21, 1966, shall be considered as 
adequate; 

(ii) Any notice of sale given during 
the period December 22, 1966, through 
January 31, 1968, which complies with 
provisions of either 

(a) Revenue Procedure 67–25, 1967–20 
I.R.B. 42 (based on Technical Informa-
tion Release 873, dated December 22, 
1966), or 

(b) This section 
shall be considered as adequate; and 

(iii) Any notice of sale given after 
January 31, 1968, which complies with 
the provisions of this section shall be 
considered as adequate. 

(b) Nonjudicial sale—(1) In general. 
Section 7425(b) contains provisions 
with respect to the effect on the inter-
est of the United States in property in 
which the United States has or claims 
a lien, or a title derived from the en-
forcement of a lien, when a sale is 
made pursuant to— 

(i) An instrument creating a lien on 
the property sold, 

(ii) A confession of judgment on the 
obligation secured by an instrument 
creating a lien on the property sold, or 

(iii) A statutory lien on the property 
sold. 
For purposes of this section, such a 
sale is referred to as a ‘‘nonjudicial 
sale.’’ The term ‘‘nonjudicial sale’’ in-
cludes, but is not limited to, the di-
vestment of the taxpayer’s title to 
property which occurs by operation of 
law, as well as those which result from 
a public or private sale. Under section 
7425(b)(1), if a notice of lien is filed in 
accordance with section 6323(f) or (g), 

or the title derived from the enforce-
ment of a lien is recorded as provided 
by local law, more than 30 days before 
the date of sale, and the appropriate 
district director is not given notice of 
the sale (in the manner prescribed in 
paragraph (c) of this section), the sale 
shall be made subject to and without 
disturbing the lien or title of the 
United States. Under section 
7425(b)(2)(C), in any case in which no-
tice of the sale is given to the district 
director not less than 25 days prior to 
the date of sale (in the manner pre-
scribed in section 7425(c)(1)), the sale 
shall have the same effect with respect 
to the discharge or divestment of the 
lien or title as may be provided by 
local law with respect to other junior 
liens. A nonjudicial sale pursuant to a 
lien which is junior to a tax lien does 
not divest the tax lien, even though no-
tice of the nonjudicial sale is given to 
the appropriate district director. How-
ever, under the provisions of section 
6325(b), § 301.6325–1 of this chapter (Reg-
ulations on Procedure and Administra-
tion), and § 400.2–1, a district director 
may discharge the property from a tax 
lien, including a tax lien which is sen-
ior to another lien upon the property. 
In the case of a nonjudicial sale subject 
to the provisions of section 7425(b), in 
order to compute any period of time 
determined with reference to the date 
of sale, the date of sale shall be deter-
mined in accordance with the following 
rules: 

(iv) In the case of divestment of jun-
ior liens on property resulting directly 
from a public sale, the date of sale is 
deemed to be the date the public sale is 
held, regardless of the date under local 
law on which junior liens on the prop-
erty are divested or the title to the 
property is transferred, 

(v) In the case of divestment of junior 
liens on property resulting directly 
from a private sale, the date of sale is 
deemed to be the date title to the prop-
erty is transferred, regardless of the 
date junior liens on the property are 
divested under local law, and 

(vi) In the case of divestment of jun-
ior liens on property not resulting di-
rectly from a public or private sale, the 
date of sale is deemed to be the date on 
which junior liens on the property are 
divested under local law. 
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For provisions relating to the right of 
redemption of the United States, see 
section 7425(d) and § 400.5–1. 

(2) Examples. The provisions of sub-
paragraph (1) of this paragraph (b), 
may be illustrated by the following ex-
amples: 

Example 1. Under the law of M State upon 
entry of judgment, the judgment creditor ob-
tains a statutory lien upon the real property 
of the judgment debtor, and certain proce-
dures are provided by which the judgment 
creditor may execute by public sale upon 
such real property. These procedures pro-
vide, among other things, for notification by 
personal service or registered or certified 
mail to other lien creditors, if any, and pub-
lication of a notice of the sale in a local 
newspaper. After the expiration of a pre-
scribed period of time after such notification 
and publication, the sheriff of the county 
where the real property is located may sell 
the property at public sale. After payment of 
the amount bid at the public sale, the sheriff 
issues to the purchaser a deed to the real 
property, and the interests of junior lienors 
in the property are divested. For purposes of 
this section, such an execution sale is a non-
judicial sale described in section 7425(b) since 
the sale is made pursuant to a statutory lien 
on the property sold. The date of sale, for 
purposes of computing a period of time de-
termined with reference to the date of sale, 
is the date on which the public sale is held, 
since junior liens on the real property are di-
vested directly as a result of the public sale. 
This result obtains even though the junior 
liens are legally divested on a later date 
when the sheriff issues the deed. 

Example 2. Under the law of N State, mort-
gages on real property may contain a power 
of sale which authorizes the mortgagee, upon 
breach by the mortgagor of one of the condi-
tions of the mortgage, to have the mort-
gaged property sold at public sale. This pub-
lic sale must be preceded by notice by adver-
tisement in a local newspaper, and the time, 
place, description of the property, and other 
terms of the sale must be specified. The pur-
chaser at such a public sale obtains a title to 
the real property which is not subject to a 
right of redemption by the mortgagor and 
which divests the interests of the junior 
lienors in the property. For purposes of this 
section, a sale pursuant to such a power of 
sale is a nonjudicial sale described in section 
7425(b) since the sale is made pursuant to the 
mortgage instrument which created a lien on 
the property sold. The date of the sale, for 
purposes of computing a period of time de-
termined with reference to the date of sale, 
is the date of the public sale since junior 
liens on the property are divested directly as 
a result of the public sale. 

Example 3. Under the law of O State, upon 
breach by a mortgagor of real property of 
one of the conditions of the mortgage, the 
mortgagee may foreclose the mortgage by 
securing possession of the property by one of 
several procedures provided by statute. 
These procedures are generally referred to as 
‘‘strict foreclosure.’’ In order for a fore-
closure to be effective under these proce-
dures, a certificate attesting the fact of 
entry must be recorded with the proper reg-
istrar of deeds within 30 days after the mort-
gagee enters the property. During the 1-year 
period following the date on which the cer-
tificate of entry is recorded, the mortgagor 
or a junior lienor may redeem the property 
by paying the mortgagee the amount of the 
mortgage obligation. If, during such 1-year 
period the property is not redeemed and the 
mortgagee’s possession is continued, the in-
terests of the mortgagor and the junior 
lienors in the property are divested. For pur-
poses of this section, such a foreclosure pro-
cedure is a nonjudicial sale described in sec-
tion 7425(b) since it results in the divestment 
of the mortgagor’s interest in the property 
by operation of law pursuant to the mort-
gage which created a lien on the property. In 
addition, since there is no public or private 
sale which directly results in the divestment 
of junior liens on the property, the date of 
sale, for purposes of computing a period of 
time determined with reference to the date 
of sale, is the date on which the 1-year period 
following the recording of the certificate of 
entry expires. 

Example 4. The law of P State contains a 
procedure which permits a county to collect 
a delinquent tax assessment with respect to 
real property by the means of a tax sale of 
the property. First, a notice of a public auc-
tion with respect to the tax assessment on 
the real property is published in a local 
newspaper. At the public auction, the pur-
chaser, upon payment of the delinquent 
taxes and interest, obtains from the county 
tax collector a tax certificate with respect to 
the real property. Since the obtaining of this 
tax certificate does not directly result in the 
divestment of either the owner’s title or jun-
ior liens with respect to the property, the 
public auction is not a nonjudicial sale de-
scribed in section 7425(b). At any time before 
a tax deed with respect to the property is 
issued by the clerk of the county court, the 
owner or any holder of a lien or other inter-
est with respect to the property may obtain 
the tax certificate by paying the holder of 
the tax certificate the amount of the taxes, 
interest, and costs. After a date which is two 
years after the date on which the tax assess-
ment became delinquent, the holder of the 
tax certificate may request the clerk of the 
county court to have the property advertised 
for sale. After advertisement of the sale, the 
clerk of the county court conducts a public 
sale of the real property and the purchaser 
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obtains a tax deed. The interests of all junior 
lienors in the property are divested and the 
property is not subject to a right of redemp-
tion under the law of P State. For purposes 
of this section, this public sale is considered 
to be a nonjudicial sale described in section 
7425(b) since the sale is made pursuant to a 
statutory lien on the property sold. The date 
of the sale, for purposes of computing a pe-
riod of time determined with reference to 
the date of sale, is the date on which the 
public sale is held at which the purchaser ob-
tains a tax deed as this sale directly results 
in the divestment of junior liens on the prop-
erty. 

(c) Notice of sale requirements—(1) In 
general. Except in the case of the sale 
of perishable goods described in para-
graph (e) of this section, a notice (as 
described in paragraph (f) of this sec-
tion) of a nonjudicial sale shall be 
given, in writing by registered or cer-
tified mail or by personal service, not 
less than 25 days prior to the date of 
sale (determined under the provisions 
of paragraph (b)(1) (iv), (v), and (vi) of 
this section), to the district director 
(marked for the attention of the chief, 
special procedures section) for the in-
ternal revenue district in which the 
sale is to be conducted. Thus, under 
this section, a notice of sale is not ef-
fective if it is given to a district direc-
tor other than the district director for 
the internal revenue district in which 
the sale is to be conducted. The provi-
sions of sections 7502 (relating to time-
ly mailing treated as timely filing) and 
7503 (relating to time for performance 
of acts where last day falls on Satur-
day, Sunday, or legal holiday) apply in 
the case of notices required to be made 
under this section. 

(2) Postponement of scheduled sale— (i) 
Where notice of sale is given. In the 
event that notice of a sale is given in 
accordance with subparagraph (1) of 
this paragraph (c), with respect to a 
scheduled sale which is postponed to a 
later time or date, the seller of the 
property is required to give notice of 
the postponement to the district direc-
tor in the same manner as is required 
under local law with respect to other 
secured creditors. For example, assume 
that in M State local law requires that 
in the event of a postponement of a 
scheduled foreclosure sale of real prop-
erty, an oral announcement of the 
postponement at the place and time of 

the scheduled sale constitutes suffi-
cient notice to secured creditors of the 
postponement. Accordingly, if at the 
place and time of a scheduled sale in M 
State an oral announcement of the 
postponement is made, the Internal 
Revenue Service is considered to have 
notice of the postponement for the pur-
pose of this subparagraph. 

(ii) Where notice of sale is not given. In 
the event that— 

(a) Notice of a nonjudicial sale would 
not be required under subparagraph (1) 
of this paragraph (c), if the sale were 
held on the originally scheduled date, 

(b) Because of a postponement of the 
scheduled sale, more than 30 days 
elapse between the originally sched-
uled date of the sale and the date of the 
sale, and 

(c) A notice of lien with respect to 
the property to be sold is filed more 
than 30 days before the date of the sale, 
notice of the sale is required to be 
given to the district director in accord-
ance with the provisions of subpara-
graph (1) of this paragraph (c). In any 
case in which notice of sale is required 
to be given with respect to a scheduled 
sale, and notice of the sale is not given, 
any postponement of the scheduled sale 
does not affect the rights of the United 
States under section 7425(b). 

(iii) Examples. The provisions of sub-
division (ii) of this subparagraph may 
be illustrated by the following exam-
ples: 

Example 1. A nonjudicial sale of Blackacre, 
belonging to A, a delinquent taxpayer, is 
scheduled for December 2, 1968. As no notice 
of lien is filed applicable to Blackacre more 
than 30 days before December 2, 1968, no no-
tice of sale is given to the district director. 
On December 2, 1968, the sale of Blackacre is 
postponed until January 15, 1969. A notice of 
lien with respect to Blackacre is properly 
filed on January 2, 1969. The sale of 
Blackacre is held on January 15, 1969. Even 
though more than 30 days elapsed between 
the originally scheduled date of the sale 
(Dec. 2, 1968) and the date of the sale (Jan. 15, 
1969), no notice of sale is required to be given 
to the district director since the notice of 
lien was not filed more than 30 days before 
the date of the sale. 

Example 2. Assume the same facts as in ex-
ample 1 except that the notice of lien is 
properly filed on November 29, 1968. Since 
more than 30 days elapsed between the origi-
nally scheduled date of the sale and the date 
of the sale, and the notice of lien is filed (on 
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Nov. 29, 1968) more than 30 days before the 
date of the sale (Jan. 15, 1969), notice of the 
sale, in accordance with the provisions of 
subparagraph (1) of this paragraph, is re-
quired to be given to the district director. 

Example 3. A nonjudicial sale of Whiteacre, 
belonging to B, a delinquent taxpayer, is 
scheduled for December 2, 1968. A notice of 
lien applicable to Whiteacre is filed on No-
vember 12, 1968. As the notice of lien was not 
filed more than 30 days before December 2, 
1968, no notice of sale is given to the district 
director. On December 2, 1968, the sale of 
Whiteacre is postponed until December 20, 
1968. The sale of Whiteacre is held on Decem-
ber 20, 1968. Even though more than 30 days 
elapsed between the date notice of lien was 
filed (Nov. 12, 1968) and the date of the sale 
(Dec. 20, 1968), no notice of sale is required to 
be given to the district director since not 
more than 30 days elapsed between the date 
of the originally scheduled sale (Dec. 2, 1968) 
and the date the sale was actually held (Dec. 
20, 1968). 

(d) Consent to sale—(1) In general. Not-
withstanding the notice of sale provi-
sions of paragraph (c) of this section, a 
nonjudicial sale of property shall dis-
charge or divest the property of the 
lien or title of the United States if the 
district director for the internal rev-
enue district in which the sale occurs 
consents to the sale of the property 
free of the lien or title. Pursuant to 
section 7425(c)(2), where adequate pro-
tection is afforded the lien or title of 
the United States, a district director 
may, in his discretion, consent with re-
spect to the sale of property in appro-
priate cases. Such consent shall be ef-
fective only if given in writing and 
shall be subject to such limitations and 
conditions as the district director may 
require. However, a district director 
may not consent to a sale of property 
under this section after the date of 
sale, as determined under paragraph 
(b)(1) (iv), (v), and (vi) of this section. 
For provisions relating to the author-
ity of the district director to discharge 
property subject to a tax lien in the 
case where the proceeds of the sale are 
held as a fund subject to the liens and 
claims of the United States, see section 
6325(b)(3) and § 400.2–1. 

(2) Application for consent. Any person 
desiring a district director’s consent to 
sell property free of a tax lien or a title 
derived from the enforcement of a tax 
lien of the United States in the prop-
erty shall submit to the district direc-

tor for the internal revenue district in 
which the sale is to occur a written ap-
plication in triplicate, declaring it is 
made under penalties of perjury, re-
questing that such consent be given. 
The application shall contain the infor-
mation required in the case of a notice 
of sale, as set forth in paragraph (f)(1) 
of this section, and, in addition, shall 
contain a statement of the reasons why 
the consent is desired. 

(e) Sale of perishable goods—(1) In gen-
eral. A notice (as described in para-
graph (f) of this section) of a non-
judicial sale of perishable goods (as de-
fined in subparagraph (2) of this para-
graph (e)) shall be given in writing, by 
registered or certified mail or delivered 
by personal service, at any time before 
the sale to the district director 
(marked for the attention of the chief, 
special procedures section) for the in-
ternal revenue district in which the 
sale is to be conducted. If a notice of a 
nonjudicial sale is timely given in the 
manner described in this paragraph, 
the nonjudicial sale shall discharge or 
divest the tax lien, or a title derived 
from the enforcement of a tax lien, of 
the United States in the property. The 
provisions of sections 7502 (relating to 
timely mailing treated as timely fil-
ing) and 7503 (relating to time for per-
formance of acts where last day falls 
on Saturday, Sunday, or legal holiday) 
apply in the case of notices required to 
be made under this paragraph. For ex-
ample, where the sale of perishable 
goods is scheduled for 1 p.m. on Novem-
ber 1, 1968, and the notice is mailed by 
certified mail to the district director 
at 10 a.m. on November 1, 1968, the no-
tice shall be considered as timely given 
for purposes of this paragraph. The 
seller of the perishable goods shall hold 
the proceeds (exclusive of costs) of the 
sale as a fund, for not less than 30 days 
after the date of the sale, subject to 
the liens and claims of the United 
States, in the same manner and with 
the same priority as the liens and 
claims of the United States had with 
respect to the property sold. If the sell-
er fails to hold the proceeds of the sale 
in accordance with the provisions of 
this paragraph, the seller shall be per-
sonally liable to the United States for 
an amount equal to the value of the in-
terest of the United States in the fund. 
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However, even if the proceeds of the 
sale are not so held by the seller, but 
all the other provisions of this para-
graph are satisfied, the buyer of the 
property at the sale takes the property 
free of the liens and claims of the 
United States. In the event of a post-
ponement of the scheduled sale of per-
ishable goods, the seller is not required 
to notify the district director of the 
postponement. For provisions relating 
to the authority of the district director 
to discharge property subject to a tax 
lien in the case where the proceeds of 
the sale are held as a fund subject to 
the liens and claims of the United 
States, see section 6325(b)(3) and § 400.2– 
1. 

(2) Definition of perishable goods. For 
the purpose of this paragraph, the term 
‘‘perishable goods’’ means any personal 
property which, in the reasonable view 
of the person selling the property, is 
liable to perish or become greatly re-
duced in price or value by keeping, or 
cannot be kept without great expense. 

(f) Content of notice of sale—(1) In gen-
eral. With respect to a notice of sale de-
scribed in paragraph (c) or (e) of this 
section, the notice will be considered 
adequate if it contains the information 
described in subdivisions (i), (ii), (iii), 
and (iv) of this subparagraph. 

(i) The name and address of the per-
son submitting the notice of sale. 

(ii) A copy of each Notice of Federal 
Tax Lien (Form 668) affecting the prop-
erty to be sold, or the following infor-
mation as shown on each such Notice 
of Federal Tax Lien: 

(a) The internal revenue district 
named thereon, 

(b) The name and address of the tax-
payer, and 

(c) The date and place of filing of the 
notice. 

(iii) With respect to the property to 
be sold, the following information: 

(a) A detailed description, including 
location, of the property affected by 
the notice (in the case of real property, 
the street address, city, and State and 
the legal description contained in the 
title or deed to the property and, if 
available, a copy of the abstract of 
title); 

(b) The date, time, place, and terms 
of the proposed sale of the property; 
and 

(c) In the case of a sale of perishable 
property described in paragraph (e) of 
this section, a statement of the reasons 
why the property is believed to be per-
ishable. 

(iv) The approximate amount of the 
principal obligation, including inter-
est, secured by the lien sought to be 
enforced and a description of the other 
expenses (such as legal expenses, sell-
ing costs, etc.) which may be charged 
against the sale proceeds. 

(2) Inadequate notice. Except as other-
wise provided in this subparagraph, a 
notice of sale described in paragraph 
(c) of this section which does not con-
tain the information described in sub-
paragraph (1) of this paragraph (f), will 
not be considered adequate by a dis-
trict director. If a district director de-
termines that the notice is inadequate, 
he will give written notification of the 
items of information which are inad-
equate to the person who submitted 
the notice. In such event a notice com-
plying with the provisions of this sec-
tion (including the requirement that 
the notice be given 25 days prior to the 
sale in the case of a notice described in 
paragraph (c) of this section) must be 
given. However, in accordance with the 
provisions of paragraph (d)(1) of this 
section, in such a case the district di-
rector may, in his discretion, consent 
to the sale of the property free of the 
lien or title of the United States even 
though notice of the sale is not given 
25 days prior to the sale. In any case in 
which the person who submitted a 
timely notice does not receive, more 
than 5 days prior to the date of the 
sale, written notification from the dis-
trict director that the notice is inad-
equate, the notice shall be considered 
adequate for the purposes of this sec-
tion. 

(3) Acknowledgment of notice. If a no-
tice of sale described in paragraph (c) 
or (e) of this section is submitted in du-
plicate to the district director with a 
written request that receipt of the no-
tice be acknowledged and returned to 
the person giving the notice, this re-
quest will be honored by the district di-
rector. The acknowledgment by the 
district director will indicate the date 
and time of the receipt of the notice. 

(4) Disclosure of adequacy of notice. 
The district director for the internal 
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revenue district in which the sale was 
held is authorized to disclose, to any 
person who has a proper interest, 
whether an adequate notice of sale was 
given under subparagraph (1) of this 
paragraph (f). Any person desiring this 
information should submit to the dis-
trict director a written request which 
clearly describes the property sold, 
identifies the applicable notice of lien, 
gives the reasons for requesting the in-
formation, and states the name and ad-
dress of the person making the request. 

[T.D. 6944, 33 FR 734, Jan. 20, 1968; 33 FR 916, 
Jan. 25, 1968] 

§ 400.5–1 Redemption by United States. 
(a) Scope. The purpose of this section 

is to prescribe rules with respect to the 
provisions contained in section 7425(d), 
relating to redemption of real property 
by the United States. Section 109 of the 
Federal Tax Lien Act of 1966 (80 Stat. 
1141) amended the Internal Revenue 
Code of 1954 by adding a new section 
7425, relating to the discharge of tax 
liens, effective after November 2, 1966. 

(b) Right to redeem—(1) In general. In 
the case of a nonjudicial sale of real 
property to satisfy a lien prior to the 
tax lien, the district director may re-
deem the property within the redemp-
tion period (as described in subpara-
graph (2) of this paragraph (b)). The 
right of redemption of the United 
States exists under section 7425(d) even 
though the district director has con-
sented to the sale under section 
7425(c)(2) and paragraph (d) of § 400.4–1. 
For purposes of this section, the term 
‘‘nonjudicial sale’’ shall have the same 
meaning as when used in paragraph 
(b)(1) of § 400.4–1. 

(2) Redemption period. For purposes of 
this section, the redemption period 
shall be— 

(i) The period beginning with the 
date of the sale (as determined under 
paragraph (b)(1)(iv), (v), and (vi) of 
§ 400.4–1) and ending with the 120th day 
after such date, or 

(ii) The period for redemption of real 
property allowable, with resepct to 
other secured creditors, under local law 
of the place where the real property is 
located, 
whichever is longer. 

(3) Limitations. In the event a sale 
does not ultimately discharge the prop-

erty from the tax lien (whether by rea-
son of local law or the provisions of 
section 7425(b)), the provisions of this 
section do not apply since the tax lien 
will continue to attach to the property 
after the sale. In a case in which the 
Internal Revenue Service is not enti-
tled to a notice of sale under section 
7425(b) and § 400.4–1, the United States 
does not have a right of redemption 
under section 7425(d). However, in such 
a case, if a tax lien has attached to the 
property at the time of sale, the United 
States has the same right of redemp-
tion, if any, which is afforded to any 
secured creditor under the local law of 
the place in which the property is situ-
ated. 

(c) Amount to be paid—(1) In general. 
In any case in which a district director 
exercises the right to redeem real prop-
erty, the amount to be paid is the sum 
of the following amounts— 

(i) The actual amount paid for the 
property being redeemed (which, in the 
case of a purchaser who is the holder of 
the lien being foreclosed, shall include 
the amount of the obligation secured 
by such lien to the extent legally satis-
fied by reason of the sale); 

(ii) Interest on the amount paid (de-
scribed in subdivision (i) of this sub-
paragraph) at the sale by the purchaser 
of the real property computed at the 
rate of 6 percent per annum for the pe-
riod from the date of the sale (as deter-
mined under paragraphs (b)(1)(iv), (v), 
and (vi) of § 400.4–1) to the date of re-
demption; and 

(iii) The amount, if any, equal to the 
excess of (a) the expenses necessarily 
incurred in connection with such prop-
erty by the purchaser, over (b) the in-
come from such property realized by 
the purchaser plus a reasonable rental 
value of such property (to the extent 
the property is used by or with the con-
sent of the purchaser, or is rented at 
less than its reasonable rental value). 

(2) Examples. The provisions of sub-
paragraph (1)(i) of this paragraph (b), 
may be illustrated by the following ex-
amples: 

Example 1. A, a delinquent taxpayer, owns 
Blackacre located in X State upon which B 
holds a mortgage. After the mortgage is 
properly recorded, a notice of tax lien is filed 
which is applicable to Blackacre. Subse-
quently, A defaults on the mortgage and B 
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forecloses on the mortgage which has an out-
standing obligation in the amount of 
$100,000. At the foreclosure sale, B bids 
$50,000 and obtains title to Blackacre as a re-
sult of the sale. At the time of the fore-
closure sale, Blackacre has a fair market 
value of $75,000. Under the laws of X State, 
the mortgage obligation is fully satisfied as 
a result of the foreclosure sale and the mort-
gagee cannot obtain a deficiency judgment. 
Under subparagraph (1)(i) of this paragraph, 
the district director must pay $100,000 in 
order to redeem Blackacre. 

Example 2. Assume the same facts as in ex-
ample 1, except that under the laws of X 
State, the fair market value of the property 
foreclosed is the amount of the obligation le-
gally satisfied as a result of the foreclosure 
sale, and in a case in which the amount of 
the obligation exceeds the amount of the fair 
market value of the property, the mortgagee 
has the right to a judgment for the defi-
ciency computed as the difference between 
the obligation and the fair market value of 
the property. In such a case the district di-
rector must, under subparagraph (1)(i) of this 
paragraph, pay $75,000 in order to redeem 
Blackacre, whether or not B seeks a judg-
ment for the deficiency. 

Example 3. Assume the same facts as in ex-
ample 1, except that under the laws of X 
State, the amount bid is the amount of the 
obligation legally satisfied as a result of the 
foreclosure sale, and in the case in which the 
amount of the obligation exceeds the amount 
bid, the mortgagee has the right to a judg-
ment for the deficiency computed as the dif-
ference between the amount of the obliga-
tion and the amount bid. In such a case, the 
district director must under subparagraph 
(1)(i) of this paragraph, pay $50,000 in order 
to redeem Blackacre, whether or not B seeks 
a judgment for the deficiency. 

(d) Certificate of redemption—(1) In 
general. If a district director exercises 
the right of redemption of the United 
States described in paragraph (b) of 
this section, he shall apply to the offi-
cer designated by local law, if any, for 
the documents necessary to evidence 
the fact of redemption and to record 
title to the redeemed property in the 
name of the United States. If no such 
officer has been designated by local law 
or if the officer designated by local law 
fails to issue the necessary documents, 
the district director is authorized to 
issue a certificate of redemption for 
the property redeemed by the United 
States. 

(2) Filing. The district director shall, 
without delay, cause either the docu-
ments issued by the local officer or the 
certificate of redemption executed by 

the district director, described in sub-
paragraph (1) of this paragraph (d), to 
be duly recorded in the proper registry 
of deeds. If a certificate of redemption 
is issued by the district director and if 
the State in which the real property re-
deemed by the United States is situ-
ated has not by law designated an of-
fice in which the certificate of redemp-
tion may be recorded, the district di-
rector shall file the certificate of re-
demption in the office of the clerk of 
the U.S. district court for the judicial 
district in which the redeemed prop-
erty is situated. 

(3) Effect of certificate of redemption. A 
certificate of redemption executed pur-
suant to subparagraph (1) of this para-
graph (d), shall constitute prima facie 
evidence of the regularity of the re-
demption. When a certificate of re-
demption is recorded, it shall transfer 
to the United States all the rights, 
title, and interest in and to the re-
deemed property acquired by the per-
son from whom the district director re-
deemed the property by virtue of the 
sale of the property. 

(4) Application for release of right of re-
demption. Upon application of a party 
with a proper interest in the real prop-
erty sold in a nonjudicial sale de-
scribed in section 7425(b) and paragraph 
(b) of § 400.4–1, which real property is 
subject to the right of redemption of 
the United States described in this sec-
tion, the district director may, in his 
discretion, release the right of redemp-
tion with respect to the property. The 
application for the release shall be sub-
mitted in writing to a district director 
and shall contain such information as 
the district director may require. If the 
district director determines that the 
right of redemption of the United 
States is without value, no amount 
shall be required to be paid with re-
spect to the release of the right of re-
demption. 

[T.D. 6944, 33 FR 737, Jan. 20, 1968] 
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